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SUBJECT: Exenption/Alien Corporation |Investment Stock O Security |Inconme/Doesn’t
Apply To Corporations In Unitary Business

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSISOF BILL ASAMENDED April 5,1999, STILL APPLIES.
X OTHER - See comments below.

SUWARY OF BILL

Under the Bank and Corporation Tax Law (B&CTL), this bill would provide that

i ncome, gain or loss fromstocks or securities received by an alien corporation,
as defined, whose sole activity in this state is derived fromtrading stocks or
securities for its own account, as defined under federal |aw, would not be
treated as incone derived from California sources and that the alien corporation
woul d not be considered as doi ng business in this state.

SUWWARY OF AMENDMENT

The February 15, 2000, anendnent elim nated the | anguage in the bill that would
have added the state Treasurer and a public nenber to the Franchi se Tax Board
(FTB) and required that the FTB Chair be selected on a rotating basis. In

addi tion, the amendnent del eted the | anguage of the bill that would have revised
the regulatory authority of the Board of Equalization and the FTB.

The February 15, 2000, anendnment inserted | anguage that had been contained in the
bill prior to the Septenber 10, 1999, anendnent.

The departnment did not analyze the bill as it was anended Septenber 10, 1999,
because the bill was anended at a late date in the | egislative session.

A new i npl ementati on concern is included bel ow.

Except for the discussion in this analysis, the departnent’s analysis of SB 1239,
as anended April 5, 1999, still applies.
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d February 15, 2000

| npl enent ati on Consi derati on

This bill would specify that it applies to i ncome years begi nning on or
after January 1, 1999. However, since the bill cannot become | aw unti
2000, a retroactive inplenmentation date nay create difficulties for the
departnent. It mght also be construed to be an unconstitutional gift of
public funds. These concerns would be elinmnated if the bill were amended
to provide an operative date of January 1, 2000.

POSI TI ON

Pendi ng.



